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USMTN 

PASS STR ELECTRONICALLY FOR KELLY 
PASS COMMERCE FOR MONTGOMERY 
E.O. 11652: N/A 
TAGS: ETRD, MTN, IA 

SUBJECT: U.S. REQUESTS TO JAPAN FOR DEEPER-THAN-FORMULA 
CUTS (NON-AGRICULTURAL ITEMS) 

REF: GENEVA 2926 

1 . OUTLINED BELOW IS MTN DEL PROPOSAL FOR ACCELERATED 
PREPARATION OF A U.S. REQUEST LIST FOR DEEPER-THAN- 
FORMULA TARIFF CUTS BY JAPAN ON NON-AGRICULTURAL ITEMS. 
PROPOSAL HAS BEEN DISCUSSED WITH ANN HUGHES AND JERRY 
FORREST WHO CONCUR. 

2. THE SETTING. AS REPORTED REFTEL, WE HAVE IN ESSENCE 
REJECTED JAPAN'S OFFERS. WE HAVE ADEQUATE MATERIAL ON 
HAND TO ENGAGE IN BILATERALS WITH JAPAN STARTING NEXT 
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WEEK CONCERNING AGRICULTURE AND NTM’S, BUT WE URGENTLY 
NEED A SPECIFIC U.S. REQUEST LIST FOR NON-AGRICULTURAL 
TARIFF CONCESSIONS WE WANT JAPAN TO CONSIDER. CHANCES 
ARE GOJ WILL JUST WAIT FOR U.S. TO COME UP WITH SUCH A 
LIST, BUT EVEN IF THIS GUESS IS WRONG, WE THINK IT WOULD 
BE A MISTAKE TO GIVE JAPAN SUFFICIENT TIME TO VOLUNTEER 
SOME ADDITIONAL IMPROVEMENTS (PRESUMABLY MINOR). WE 
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SHOULD, INSTEAD, PROMPTLY SEIZE THE INITIATIVE TO TELL 
JAPAN WHAT WE WANT SO THAT PRODUCT-SPECIFIC NEGOTIATIONS 
TAKE PLACE IN RELATION TO OUR REQUESTS RATHER THAN IN 
RELATION TO SOME INITIAL JAPANESE OFFERS. 

3. PROBLEM IN DEVELOPING A U.S. REQUEST LIST QUICKLY IS 
NEED TO CONSULT WITH ISAC'S. WHILE THE CURRENT ROUND OF 
ISAC MEETINGS SHOULD PROVIDE SOME OF THE INFORMATION 
REQUIRED, WE BELIEVE PRESENT SCHEDULE OF SUCH MEETINGS 
STRETCHING BEYOND MID MARCH IS TOO SLOW FOR OUR PRIORITY 
NEED IN RELATION TO JAPAN. JAPAN (AND CANADA) ARE ALMOST 
UNIQUE AMONG MTN PARTICIPANTS IN THAT WE HAVE EXPLICIT 
COMMITMENTS FROM BOTH TO CONSIDER DEEPER-THAN-FORMULA CUTS. 
CANADIAN PRODUCT-SPECIFIC NEGOTIATIONS ARE STILL WEEKS 

OFF BECAUSE CANADIAN OFFER RECEIVED ONLY A FEW DAYS AGO 
WHILE WE HAVE HAD JAPAN'S OFFER FOR OVER A MONTH. JAPAN 
IS ALSO UNQIUE IN TERMS OF LEVERAGE OFFERED TO US THANKS 
TO STRAUSSAJSHIBA JANUARY 13 COMMUNIQUE. FOR ALL THESE 
REASONS, DEVELOPMENT OF A SPECIFIC U.S. REQUEST LIST TO 
JAPAN FOR NON-AG TARIFF CONCESSIONS SHOULD HAVE THE 
HIGHEST WASHINGTON PRIORITY VIS-A-VIS THE ISAC'S. 

4. WE ACCORDINGLY PROPOSE TO PREPARE IN GENEVA WITHIN 
NEXT SEVEN DAYS A TABLE (ORGANIZED BY ISAC PRODUCT 
COVERAGE) SHOWING JAPAN'S BASE RATE, APPLIED RATE, 

PRESENT JAPANESE OFFER RATE, TOTAL JAPANESE IMPORTS, 

IMPORTS FROM U.S., U.S. MARKET SHARE, AND A FINAL 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 GENEVA 02970 0 1 OF 02 24 1 72 1 Z 

COLUMN WITH A PRELIMINARY RECOMMENDED U.S. REQUEST RATE. 
LATTER WILL INVOLVE A SUBJECTIVE JUDGMENT BASED ON ITEMS 
OF STATISTICALLY-SIGNIFICANT TRADE INTEREST IN 1976 PLUS 
LIMITED MTN DEL KNOWLEDGE OF ISAC RATE-SPECIFIC INTERESTS 
IN JAPANESE MARKET. WE WILL ENDEAVOR TO PATTERN OUR 
SUGGESTED REQUEST RATES SO THAT FINAL RESULT (IF JAPAN 
WERE TO ACCEPT) WOULD BE A BOUND JAPANESE TARIFF OF 
APPROXIMATELY 4 PERCENT. 

5. WE RECOMMEND WASHINGTON CONTACT CHAIRMEN AND SUB- 
CHAIRMEN OF APPROPRIATE ISAC'S TO ACQUAINT THEM WITH THE 
PROBLEM WE FACE AS DESCRIBED ABOVE AND PROPOSE THAT AS 
MANY OF THEM AS POSSIBLE ATTEND A SPECIAL MEETING IN 
WASHINGTON ON MONDAY, MARCH 6, WHERE THEY WOULD RECEIVE 
MATERIAL CITED PARA 4 ABOVE. (FOR THOSE WHO CANNOT ATTEND 
THE MATERIAL MIGHT BE COMMUNICATED TO KEY MEMBERS BY 
PHONE.) WE RECOMMEND ISAC CHAIRMEN OR SUB-CHAIRMEN BE 
ASKED TO CONSULT MEMBERS OF THEIR ISAC AS MATTER OF 
URGENCY CONCERNING PROPOSED SPECIFIC REQUESTS TO BE 
ADDRESSED TO JAPAN AND TO COMMUNICATE THEIR REACTIONS 

TO COMMERCE NO LATER THAN THURSDAY, MARCH 9. THEY SHOULD 
OF COURSE BE ADVISED TO RESTRAIN TEMPTATION TO JUST ASK 
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FOR DUTY-FREE ON EVERYTHING OF INTEREST BECAUSE TO EXTENT 
WE PRESS FOR DUTY FREE ON ONE ITEM, WE WILL HAVE TO 
ACQUIESCE IN HIGHER RATE ON OTHER ITEMS EITHER OF 
INTEREST TO THE SAME OR ANOTHER ISAC. THEY SHOULD BE 
ASKED IN ESSENCE, CAN YOU LIVE WITH THIS DRAFT PROPOSAL, 
HAVE WE MADE AN ERROR OR MISSED SOMETHING IMPORTANT, 

ARE THERE PROPOSED CUTS YOU DO NOT CARE ABOUT AND WANT 
A DEEPER CUT OR ANOTHER PRODUCT? 

6. WE REALIZE THE DIFFICULTIES CONNECTED WITH THIS 
PROPOSAL, BUT WE THINK AN EXERCISE OF THIS KIND COULD PAY 
DIVIDENDS NOT ONLY IN OUR APPROACH TO IAPAN BUT ALSO IN 
DEMONSTRATING EXECUTIVE BRANCH WILLINGNESS TO INVOLVE 
AND CONSULT ISAC'S AT CRUCIAL MOMENTS IN THE NEGOTIATING 
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PROCESS. 

7. OBJECTIVE SHOULD BE TO SECURE TPSC APPROVAL OF A 
U.S. REQUEST LIST REFLECTING ISAC IN-PUT NO LATER THAN 
MONDAY, MARCH 13, SO THAT THE LIST CAN BE PRESENTED TO 
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JAPANESE IN GENEVA BY WEDNESDAY, MARCH 15. IF THERE IS 
A WAY TO DO IT MORE RAPIDLY, SO MUCH THE BETTER. A DELAY 
IN FORMULATING OUR REQUEST UNTIL SOMETIME IN APRIL RUNS 
RISK OF DELAYING SPECIFIC NEGOTIATIONS WITH JAPAN UNTIL 
A TIME-FRAME WHEN WE WILL WANT TO BE CONCENTRATING ON EC 
AND CANADA WITH POSSIBLE RISKS TO MTN TIMETABLE AS A 
WHOLE. CULBERT 
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